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23 1 BY THE COMMISSION:
24 On October 6, 1999, the Arizona Corporation Commission (“Commission”) issued Decision
25 No. 61973. In Decision No. 61973, the Commission ordered Arizona Public Service Company
26 (“APS™) to file, within 30 days, a Code of Conduct for Commission approval. APS thereafier filed
27 with the Commission on October 28, 1999 a proposed Code of Conduct. APS indicated that it had
28
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sent copies of the proposed Code of Conduct to parties of record in Docket Nos. E-01345A-98-0"
E-01345A-97-0773, RE-00000C-94-0165.

On November 9, 1999, the Commission issued a Procedural Order directing interested parties
to provide comments on the APS proposed Code of Conduct filed on October 28, 1999. Enron Corp.,
New West Energy, the Arizona Transmission Dependent Utlity Group (“ATDUG”), and
Commission Utilities Division Staff (“*Staff”) all filed comments. Staff’s comments were filed in the
form of direct testimony and included an alternative proposed Code of Conduct.

In accordance with the November 9, 1999, Procedural Order, APS filed a final proposed Code
of Conduct on January 5, 2000. Staff and ATDUG filed comments on APS’ final proposed Code of
Conduct on January 18, 2000. Staff’s comments were filed as rebuttal testimony and included a
revised alternative proposed Code of Conduct. In response, APS filed the direct testimony of Jack E.
Davis on January 21, 2000.

The matter came before a duly authorized Hearing Officer of the Commission at the
Commission’s offices on January 24, 2000. APS and Staff presented evidence at the hearing. S
submitted as Exhibit S-3 a revised version of its January 18, 2000, proposed Code of Conduct. APS’
and Staff’s witnesses were subject to or available for cross-examination by all parties attending the
hearing. At the conclusion of the hearing, Staff and APS advised the Hearing Officer that they
intended to continue efforts to reach agreement on a Code of Conduct. The matter was taken under
advisement pending submission of 2 Recommended Opinion and Order to the Commission.

On February 22, 2000, Staff and APS jointly submitted a Stipulation which included as
attachments a red-line version of the Joint Proposed Code of Conduct reflecting modifications to
Staff’s alternative proposed Code of Conduct (Exhibit S-3), and a recommended form of order. In
their Stipulation, Staff and APS request that the Joint Proposed Code of Conduct be approved as
APS’ Code of Conduct required by A.A.C. R14-2-1616. Staff and APS indicated that they had sent
copies of the Joint Proposed Code of Conduct to parties of record in the above-captioned matters.

At the hearing, the major disagreements among the parties involved the transfer pricing
between affiliates (Section XI), the procedure for approving changes to the Policies and Procedu.

manual (“P&P”) (Section VIII), reporting requirements associated with information necessary to
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1 | monitor compliance with the code, and the scope of the prohibition against the dissemination of

2 | Confidential Customer Information.

(98]

Subsequent to the hearing, APS agreed with Staff’s recommendations that the transfer of

PN

goods and services from APS’ Competitive Electric Affiliates to APS should be at the lower of fully

W

| allocated cost or fair market value. The parties also agreed that APS shall submit material changes to
its P&P to the Director of the Utilities Division for approval. If the Director takes no action on the
proposed changes within 30 days, such changes shall be deemed approved. APS also agreed to

Staff’s recommended annual reports. The parties rejected, however, ATDUG’s recommendation to

AR SHER S B o

broaden the prohibition against providing Confidential Customer Information to include “any other
10 | entity that may lawfully provide Competitive Services as defined in R14-2-1601(7).”

11 We concur with the modifications to Staff’s proposed Code of Conduct that the parties
12 | negotiated following the hearing. We find that the Joint Proposed Code of Conduct submitted by
13 | APS and Staff with their Stipulation is in most respects sufficient, however, we believe it would be
14 || strengthened by the following modifications:

15 Section VILB, concerning the “Prohibition on Suggestion of Utility Advantage”, currently
16 | prohibits an Electric Service Provider from using APS’ name or logo in any written promotional
L7 § advertising material. We concur with the Arizona Consumers Council that the prohibition on the use
18 | of APS’ name and logo should not be limited to written materials. Therefore, we delete “written”
19 | from Section VIL.B.

20 We concur with ATDUG that APS should not be able to use confidential information in an
21 funfairly discriminatory way. ATDUG suggests broadening the definition of “Third Party” in the
22 } Code of Conduct to include “or other market participants” to be consistent with the terminology of
23 | the Electric Competition Rules. APS argued against the modification in part on the grounds the
24 § Commission did not have jurisdiction over these entities. We further modify the term “or other
25 | market participants™ as follows: “or other market participants that may lawfully provide competitive
26 [ services to retail customers”. However, by adding the term ‘“or other market participants that may
27 flawfully provide competitive services to retail customers” the Commission is not asserting

28 | jurisdiction over these other entities, but is preventing APS from unfairly discriminating against
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them. The Commission does have jurisdiction over APS’ conduct. Consequently, in Section .
insert “‘or other market participants that may lawfully provide competitive services to retail
customers” in the definition of “Third Party” after “Electric Service Provider™.

We also believe that APS’ own suggestion to add language clarifying the definition of
“Confidential Customer Information” is reasonable. In Section I, at the end of the definition of
“Confidential Customer Information™ we would add “Confidential Customer Information also
includes non-public customer-specific information obtained by APS from customers of special
districts and public power entities on behalf of such special districts and public power entities.

Section VIII. B. which provides that violations of the P&P which constitute unlawful anti-
competitive behavior would be deemed a violation of the Code of Conduct, should be broadened to
encompass all unlawful anti-competitive behavior whether specifically violating the P&P or not.
Consequently, we would add “or other activity” following “P&P” in the last sentence of Section
VIILB.

In addition, with respect to Section XIV concerning Procedures to Modify the Code
Conduct, we believe that the Commission and any other affected party should be able to request
modifications to APS’ Code of Conduct in the event future circumstances prove that the current
version of the Code is inadequate to promote competition and meet the requirements or spirit of R14-
2-1616. Consequently, we modify Section XIV by adding “or any other interested party, including
Commission Staff” after “APS” in the first sentence of Section XIV.

We find that as modified hereinabove, the Joint Proposed Code of Conduct is fair and
reasonable and complies with the requirements of A.A.C R14-2-1616.

* * * * * * * * * *

Having considered the entire record herein and being fully advised in the premises, the

Commission finds, concludes, and orders that:

FINDINGS OF FACT

1. In Decision No. 61973, the Commission ordered APS to submit a proposed Code of
Conduct for Commission approval.

2. On October 28, 1999, APS filed a proposed Code of Conduct in accordance with
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Decision No. 61973,

3 On November 9, 1999, the Commission issued a Procedural Order setting a hearing
for January 24, 2000, and directing Staff and interested parties to file comments on APS’ proposed
Code of Conduct by December 6, 1999.

4. Enron Corp., New West Energy, ATDUG, and Staff filed comments on APS’ October
28, 1999 Code of Conduct.

5. Staff recommended that the Commission approve an alternative Code of Conduct
submitted with Staff’s comments.

6. In accordance with the November 9, 1999, Procedural Order, APS filed a final
proposed Code of Conduct on January 5, 2000.

7. On January 18, 2000, as permitted by the Procedural Order, Staff and ATDUG filed
comments on APS’ January 5, 2000, Code of Conduct.

8. Staff’s comments included a revised alternative Code of Conduct that Staff
recommended the Commission approve.

9. On January 24, 2000, a public hearing was held as scheduled.

10.  APS and Staff presented evidence regarding how their proposed Codes of Conduct
would address anti-competitive activities. Staff submitted a revised proposed Code of Conduct as
Exhibit S-3.

11. At the conclusion of the hearing, Staff and APS indicated that they intended to discuss
the resolution of differences between Staff’s proposed alternative Code of Conduct and APS’
proposed Code of Conduct.

12. On February 22, 2000, Staff and APS jointly filed a Stipulation and a Joint Proposed
Code of Conduct based on the alternative proposed Code of Conduct submitted by Staff at the
hearing. A copy of the Stipulation and Joint Proposed Code of Conduct is attached as Attachment A
and incorporated herein by reference.

13. The Joint Proposed Code of Conduct should be modified as discussed herein.

14.  The Joint Proposed Code of Conduct, as modified herein, applies to the conduct of

APS and its competitive retail electric affiliates.

5 DECISIONNO., & A4/ 6
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15 The Joint Proposed Code of Conduct, as modified herein, prohibits APS fr
subsidizing its competitive retail electric affiliates through rates or charges for Noncompetitive
Services, as that latter term is defined in A.A.C. R14-2-1601(29).

16.  The Joint Proposed Code of Conduct, as modified herein, includes provisions
governing separation of books and records; the use of confidential information; the joint employment
of personnel; the use of APS’ name or logo; nondiscrimination; joint advertising, marketing, and

sales; representations regarding quality of service; and complaint resolution.

17.  The Joint Proposed Code of Conduct, as modified herein, also addresses procedures
governing transactions between APS and a competitive retail electric affiliate.

18.  The Joint Proposed Code of Conduct, as modified herein, requires that APS develop
Policies and Procedures to address the implementation of this Code of Conduct, and provides that the
Director of the Utilities Division shall approve the Policies and Procedures.

19.  The Joint Proposed Code of Conduct, as modified herein, provides that non-substantial
changes to such Policies and Procedures would become effective pending the Director’s revi
while substantial changes to such Policies and Procedures become effective in 30 days if not

modified or rejected by the Director.

CONCLUSIONS OF LAW

1. APS is a public service corporation within the meaning of Article XV, Section 3 of the
Arizona Constitution, and an ""Affected Utility” within the meaning of A.A.C. R14-2-1601, et seq.

2. Notice of the proceeding was provided as required by law.

3. The Joint Proposed Code of Conduct attached as Attachment A, and as modified
herein, satisfies the requirements of A.A.C. R14-2-1616 and Decision No. 61973 and is supported by
the evidence in this proceeding.

4. The Policies and Procedures developed to implement the Code of Conduct are to be
consistent with the Joint Proposed Code of Conduct, as modified herein, and may be amended in
accordance with the procedures set forth herein.

ORDER
IT IS THEREFORE ORDERED that that the Joint Proposed Code of Conduct as modified
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herein, is approved.

IT IS FURTHER ORDERED that Arizona Public Service Company shall file a revised Code
of Conduct that complies with the modifications approved herein within ten days of the effective date
of this Order.

IT IS FURTHER ORDERED that the Interim APS Code of Conduct dated August 6, 1999 is
hereby replaced and superceded by the Joint Proposed Code of Conduct, as modified and approved
herein.

IT IS FURTHER ORDERED that Arizona Public Service Company shall submit revised
Policies and Procedures to implement the Code of Conduct, as modified herein, to the Director of the
Utilities Division for approval within 60 days of the date of this Decision.

IT IS FURTHER ORDERED that this Decision and the Joint Proposed Code of Conduct, as
modified herein, shall become effective immediately.

IT IS FURTHER ORDERED that this Decision shall become effective immediately.

BY ORDER OF THE ARIZONA CORPORATION COMMISSION.

it V) Lt [

CHAIRM AN | / COMMISSIONER COMMISSIONER

IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive
Secretary of the Arizona Corporation Commission, have
hereunto set my hand and caused the official seal of the
Comml ssion to be affixe the Capitol, in the City of Phoenix,

this3"4 _day of Ap/g 2000

A, //

BRIAN C. MgNEIL
EXECUTI ECR ARY

DISSENT
JR:dap
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SERVICE LIST FOR:
DOCKET NOS.:

Service List for RE-00000C-94-0165

Lyn Farmer, Chief Counsel
LEGAL DIVISION

1200 W. Washington Street
Phoenix, Arizona 85007

Deborah Scott, Director
UTILITIES DIVISION
1200 W. Washington Street
Phoenix, Arizona 85007

ARIZONA PUBLIC SERVICE COMPANY

E-01345A-98-0473, E-01345A-97-0773 and RE-
00000C-94-0165
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ARIZONA PUBLIC SERVICE COMPANY FOR DOCKET NO. E-01345A-98-0473
APPROVAL OF ITS PLAN FOR STRANDED
COST RECOVERY

IN THE MATTER OF THE APPLICATION OF ) ;
f
: I
IN THE MATTER OF THE FILING OF ARIZONA |

|

PUBLIC SERVICE COMPANY OF UNBUNDLED ) DOCKET NO. E-01343A-97-0773

ET SEQ.

IN THE MATTER OF THE COMPETITION
IN THE PROVISION OF ELECTRIC SERVICES
THROUGHOUT THE STATE OF ARIZONA

)
)
)
)
)
)
)
TARIFFS PURSUANT TO A.A.C. R14-2-1601. )
)
)
;
) DOCKET NO. RE-00000C-94-0163
)
)

STIPULATION OF COMMISSION STAFF AND ARIZONA PUBLIC SERVICE
COMPANY REGARDING CODE OF CONDUCT

Arizona Corporation Commission (“Commission™) Staft and Arizona Public Service

Company ("APS™) submit the following Stipulation regarding APS™ Code of Conduct, which was |

required by Decision No. 61973 and A A.C. R14-2-1616: !
. - !
1. Following the January 24, 2000 hearing in this matter. APS and Stalf commenced

discussions on modifving the proposed Code of Conduct that was submitted by Staff at (he
hearing as Exhibit S-3.

2 In these discussions, APS suggested changes to Staff's proposed Code of Conduct.

APS provided copies of these suggested changes to RUCO and the Arizona Transmission

)

Dependent Utilities Group ("ATDUG™)—the two other parties that appeared 2t the sanuary D+

|
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2000 hearing—and invited comments on APS’ proposed changes to Staff’s proposed Code of
Conduct. |
3. Statf and APS resolved several issues regarding APS™ suggested changes to Staff’s
proposed Code of Conduct. resulting in a Joint Proposed Code of Conduct. A copy ot the Joint f!
Proposed Code of Conduct showing the changes made from the proposed Code of Conduct !
submitted at the hearing as Exhibit S-5 is attached hereto as Exhibit A and incorporated by
reference. A copy of the Joint Proposed Code of Conduct was then provided to all parties that

participated at the hearing or filed comments on the Code of Conduct.

4. APS and Staff received and considered comments and questivors rom RUCO. ,
ATDUG. and Enron Corp. on the Joint Proposed Code of Conduct.! RUCO expressed snrnert |
for the Joint Proposed Code of Conduct. APS and Staff adopted Enron’s suggestion that APS and
any competitive retail electric affiliate have separate websites as well as telephone numbers.
Enron also recommended that the phrase “without the express permission of the .\rizonu i
Corporation Commission” be deleted from Section VILE. APS and Statf did not accept that
recommendation. ATDUG expressed concern that the definition of “Confidential Customer
Information™ was not sufficiently broad to include protection for ATDUG"s customers. ATDUG
suggested that the definition of “Third Party™ be broadened. After considering these comments.
APS and Staff declined to adopt such changes to the Code of Conduct.

by Staff and APS agree that the Commission mayv adopt the Joint Proposed Code of

Conduct as APS™ Code of Conduct required by Decision No. 61973 and A.A.C. R14-2-1616.

6. Additionally. Staff and APS jointly submit the proposed fi:rm of order attached as
Exhibit B for the consideration of the Hearing Officer in this matter. The proposcd form of order

includes a clean copy of the Joint Proposed Code of Conduct as an Attachment. ‘

! RUCO. ATDUG and Enron Corp. filed substantive comments on the - iicne - oinasof |
the Code of Conduct filed by APS in this proceeding. New West Energv fite: -~ - on:
supporting APS’ first proposed Code of Conduct. but did not substantive,. .. .. . . oo
Conduct. Of these parties. only RUCO and ATDUG appeared at the hec:v o - o

i
|
!
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1 o . .
7. APS respectfully requests that the Commission consider this matter at the March [,
T | 2000 Open Meeting. APS advised RUCO. ATDLG. Enron and New West Energy—all the |

parties that either filed comments in this docket or attended the hearing—of this request. RUCO.

+ Enron. and ATDUG affirmatively advised APS that they did not oppose such expedited

3 consideration: as of the date of this Stipulation. New West Energy has not advised APS that it
6 objects 1o such expedited consideration.

7 RESPECTFULLY SUBMITTED thisZ}—_)da_v of February. 2000.

3

9

Steéf M. Wheeler /'
fa [. Wolfe Jeffrey B. Guldner
rfzona Corporation Commission SNELL & WILMER, L.L.P.
Legal Division One Arizona Center
(602)342-3402 Phoenix. Arizona 83004
3 (602)382-6271

Lo TUVL WG I
11

14 Attorneys for Arizoae Du
Company
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¢

1 § Original and ten copies of the
foregoing filed this} R day of
Februar. 2000. with Docket
Controi

9

Lo

A copy of the foregoing was
4 1 mailed thistdday of February.
2000 to:

(W)

All parties of record herein.

7 (M/, ‘7“'—//7
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STAERSREVISED-CODE OF CONDUCT

I Definitions

“APS” =zaflmean. Arizona Public Service Company as it currently exists. as its name may |
be changed. or as any successor enterprise.

“Bill” si==-mean- the billing invoice for M.~oncompetitive ~-ervices. |
“Competitive Activities” shaH—mean-. =_eompetitive | electric \effiliatets+.= = nterim
Leompetitive activities.= or =Ppermitted { eompetitive \activities.= as those terms are

defined in this ¢ ‘eode of { ‘eonduct.

“Competitive Electric Affiliate” shalb-mean; any business enterprise related 1o APS that is
also an e} lectric sNervice Pprovider.

“Competitive Services” shal-mean; all aspects of retail electric services described in |
A.A.C.R14-2-1601(7).

“Confidential Customer Information” shal—mean; any non-puiiic customer-specific
information obtained by APS as a result of providing “.noncompetitive =-ervicas or
Ppermitted « eompetitive _tactivities.

“Confidential Information”™ swuns Contideniinl Costonier Informaiior, os s tonn b

YR BT Sivage eav e . oo T
: and b edier intosnaton ocinned st s ne s

donined e Ulede Gl Condnge

NorLices chal wecuthd Urovide docoonnelnve udvaniase L

“Distribution Service™ skatbmean: those services described in A.A.C. R14-2-1601(14). ,

“Electrlc Competmon Rules” :ha“—mcan\ -A. -\ C Rl-l -1601 to —_1617_~.. oo ..
N ) NN " 1 " L.

T RO PN |

“Electric Service Provider™ shal-mean; an entity as described in A.A.C. R14-2-1601(15). |

“Extraordinary Circumstance” shetbmeans any situation sehieh-hoi requires APS to act in
a manner contrary to this « eode of eonduct #—erder—to protect public interest or safety.
Examples include the following: (a) an abnormal system condition requiring manual or
automatic action to maintain system trequency. to prevent loss of firm load. 1o prevent
equipment damage. or to prevent disconnection of system elements that could adversely
affect reliability or safety: (b) a fuel shortage requiring departure from normal operating
procedures #-esdes~to minimize the use of a particular fuel: (¢) a condition that requires |

DECISION NO. (Y /b




implementation of emergency procedures as defined in the AISA operating protocols or
protocols of any successor: or (d) an- applicable law. regulation. court order. or regulatory

{
agency diractive requiring APY to actin a manner contrar: to the =ode ot _zonduct. i

“Interim Competitive Activities” shal-mean. any ‘¢ eompetitive s-ervices. exclusive of
those set torth in A.A.C. R14-2-1613(B). that APS may lawtully proudc until December 31.

2002.

“Noncompetitive Services” shat-mean: those services described in A.A.C. R14-2-1601(29). |
“Permitted Competitive Activities” shalmeans those (‘eompetitive Sservices that APS
may provide pursuant to A.A.C. R14-2-1615(B). except for any service provided as part of

s-tandard : ~ffer N-ervice.

Policies and Procedures™ o P& DP7 means these neilsien ond nrogedurss Jonchoeed e

DA L otpaees’ M i v e
VOS te e oement this Code o Condnet,

“Same Terms” mean. that APS shall provide \-—oncompetitive >-ervices to its
- ompetitive - \ctivities and - hird i’~arties on the same terms and conditions.

“Standard Uﬂ'c Service™ means the hundled vrovision o et eleditic serice s

doserired o VO RIA-2- a0 3N,

“Third Parny™ mean: any | -electric Sservice {‘provider that does not fall within the
definition of —~APS- or —_eompetitive \activities.- as those terms are defined in this ¢ eode

of { eonduct.
I1. Applicability of Code of Conduect

The feHesdng—pales— ode o Conduct shall-applic-* to the conduct of APS and its

TSy

el _ompetitive a;\ctivities. unless an | -xtraordinary { -ircumstance excuses compliance.

All emplovees and authorized agents of APS shall eend ; itos—i
tﬂﬁ“ﬁﬁ-&i—}c—.‘.\ BTN mth the—regiirements—oi-this {eode of ¢ -.—ondua.t Fanlure 10 eenduet

ecomply with this Ceode of Ceonduct will subject the emplovee to
dxsc1plmar\ actions as described in Section XI[[-ofthisende.

[II. Treatment of Similarly Situated Persons

A. APS shall apply its tariffs in the same manner to similarly situated entities. If a tariff
provision allows for discretion in its application. APS shall apply that provision in a
non-discriminatory manner between its L eompetitive \activities and all ethes | third
Z=arties and their respective customers.
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B. APS shall process all similar requests for >.roncompetitive Sservices and for ‘
“zermitted ¢ eompetitive Cactivities. it applicable. in the same manner and - *in the

same ume period.

C. APS shall provide access to : distribution service--specific information (including |
information about available dmnbuuon capabilit\' transmission access. and
curtailments) to its « eompetitive L 1ocine htilini o eetivides and this-_ oo Uparties |

concurrently and under the same terms and condmons.

Iv. Use of Confidential Customer Information

Al —\PS shall not provide © —onndx.nual (_-ustomer [-nformation_o o onoeciiie |
Coeciric MERe or 1 Part ee——————without the customer’s writien !
: authonzatlon Such mrormanon may be provided only to the extent specifically
authorized.
B. APS shall inform any pasp=Ccinpetitive ieciric Viliaie or Foed Purns seeking

(. eonfidential ( eustomer linformation that such information may be released only
after APS receives the customer’s written authorization.

V. Use of the Bill and Promotions within the Bill Envelope

A If APS decides to include any amounts due for its £ eompetitive . activities within
the Bbill. APS shall develop a section in its - u\x Maﬁeal
to ensure equal access to blllm0 serwces for i Y

providers [ Divd Puriie s HrH— 0
<ul} — cros Gy Ad’S w 'EE include in its ulexll the amounts dllc.
for_¢ e—ompemne Sservices to any !third I'party on the “same |terms. upon
request.

B. This provision shall not prevent APS™ | eompetitive ‘activities or any [:hird

i’party from including amounts due for \noncompetitive >services in its own
consolidated billing statement. as long as the customer receiving such
consolidated billing statement has authorized APS™ (eompetitive _.activities or a
{third Pparty. as applicable. to act as its agent for such purpose.

C. If APS chooses to —insert any advertising or promotional materials for its
Ucompetitive \activities or for any tlhird Pparty’s el ompetitive—electrie
s~ervices into the envelope for the Rbill or to print such advertisements on the
2ol or billino envelope. APS shall develop a section in its

PP Mapual—————10 ensure equal access to advertising space in

—\ﬁé.-or on the bilill or billing envelope.

DECISION NO. (LR Y/
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Customer Telephone Calls

Telephone numbers ... .-~iios used by APS for provision of M#oncompetitive
sservicas shall be different from those used —>:_its : ‘'eompetitive i electric affiliates.

Prohibition on Suggestion of Utility Advantage

A. APS shall not state in any advertising, promotional materials, or sales etforts that
a consumer who purchases services from APS’ (eompetitive _activities will
aceive preferential treatment in the provision of Nnponcompetitive Nservices or
that any other advantage regarding the provision of Maoncompetitive Sservices
will accrue to that consumer.

lie name or logo o APS ax u utifiis distibieion comnany shall not be used
in written promotional advertising material cxrcu]ated by a (eompetitive | .electric
seffiliate.

C. APS- personnel shall not specify o _un\ customer or potentivl customer a
preference for any (eompetitive Nservice provided by APS™ ( eompetitive
_.activities over those of any [third Pparty.

D. APS- personnel shall not specifv o _anmt  cusiemier v setentul custner a
preference for any ¢ eompetitive Nservice prowded by a :third ; -;:\art\ over any
. competitive ~service provided by any ethesitier I'third Pparty.

E. APS- personnel oo L S Aoncompetitive Nservices
shall either inform customers who i mquxre about ._eompetitive Nservices that a list
of telectric sservice Pproviders is available at no charge from the Arizona
Corporation Commission on its website or by telephone, and urvn reaucst shall
provide the customers with the approprlate Arizona Corporanon Commlssmn
website address and telephone number. or——+# aH-nu provide
such customers with a copy of the current Arizona Corporanon Commlssxon list

. .\dLA] S Z\.\..:.\.

F. APS shall not require that a consumer purchase any e ompetitive >service from
APS™ Ueompetitive \activities as a condition to providing Msoncompetitive
~&ervices.

G. Prior to the divestiture of APS generation pursuant to Arizona Corporation
C ommission Decision No. 61973 (October 6. 1999). APS ceneration service s
<. uil not be sold on a discounted basis to -SStandard -8Offer So v customers

mthout the express permission of the Arizona Corporation Commission.
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VIl Accounting for Costs

A. APS shall not esass-subsidize #s-::x {_competitive \—ctivities sk
rales . sad~charges for .—oncompetitive >-ervices. f... ..o
VN o ehares nore than s authoriood el e e g

SN U reULES

Lo Beoinnentin e Serieg.

B. All transactions between APS and its (competitive | electric \affiliate shall be
an.counted for in accordance with APS’ Mesual—P&P,
—= which shall be developed to describe the cost allocanon of ail transactions
pertaining to APS and its Ceompetitive Lelectric \affiliates in a manner that
2nsures that there is no subsidization of the ( e.-ornpemwe electnc _affiliate by
the Mroncompetitive Sservices of APS. Anv meriod wiokuiin o - mo 2002 which

Coatld consgmte encaeaieni e unlas el anticompetitve mehgcdor shall

<onstiteie a Volution o this Code ot Conduct,

L. The -P&P shall be submitted to the Director of the Utilities Division for review
and approval. Beginning one year from the date of approval of the- P&P, APS
shall file annual updates to the P&P, including any and all modifications to
allocation methods and changes in direct and indirect allocators used in the P&P,
with the Director of the Utilities Dmsxon for review and approval. [ 1 Dircetor

Cohe i hdes Divisien sukes neoaction ot an endate 1o the PP e s s a
s e the update shedt he '\:LL‘”]L\[ ancroved.
= &
0. SIS meecoanake wind annloment soneniaienal chunees 1o e Pl ionl seeking
soonrior goeresal ot the Dirocior of the Utilides Division, » renors sueh

son=muteriad chanees i tie nest annual undate 1o the PacP.

IX.  Reporting Requirements

APS shall submit the following information to the Commission on an annual basis:

Al A list of all =i;extraordinary ¢ eircumstances= excusing APS’ compliance with
this Ceode of eonduct and a report explaining the nature. cause. and duration of

2ach incident.

B. A report detailing the costs avsocied with g
Tensaetions becwesn \PN-R S — and_i{x ————_ sompetitive )

—electric \effiliatefsy, with e associated conis_renarted separately for each

business activity_and tor sach runsaction.
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C. A report detailing how many non-“-tandard - ~ffer ~. - customers were |
crovided metering services or meter reading services pursuant to Rid-2-1615.B
and how many _electric >service ‘providers received consolidated billing
services i1 vi’S-pursuant to R14-2-1613.B.

X Separation Requirements
A, APS and its ¢ _eompetitive activities shall be separate corporate affiliates to the |
extent requlred by A.A.C. R14-2-1615 and Decision No. 61975 (October 6.
1999).
i, LON shail ol proside inierim Competitive \eivitios.
B-i. ___ APS and its ( ecompetitive | electric \affiliatets3 shall keep separate books and

records. APS shall keep accounting records that set forth appropriate cost
allocations between APS’ N\moncompetitive Nservices, and its (. eompetitive
electric \affiliates. All ADS records shall be kept in accordance with the FERC
Uniform System of Accounts and Generally Accepted Accounting Principles. As
a precondition to transacting any business with APS, books and records of APS’
. eompetitive [ electric \affiliate¢s} must be made available for inspection by the
vrizome Corporation Commission to the extent reasonably necessary to determine

‘compliance with this ¢_eode of {_eonduct.

APS and its  eompetitive | electric \affiliates shall not jointly employ the same
employees: provided. bowever, ihal ———————APS and its eompetitive
celectric a \ffiliatetsy may jotnsb—emplexiin o coniinen officers and directors for
corporate support. v ersisht, aind vovernance-feretions, but APS officers directly
responsible for operational matters shall not serve as officers or directors of a
. eompetitive l:electric \affiliate. Jeint-Comnien officers wnd dizeotrv shall not
utilize Contidentia] ——————— olornuii obtained through the provision of

~Roncompetitive Sservice to provide u_competitive advantage to em—ARS,
_eompetitive [electric \effiliate. _Contmucis for services ucecunwed oy o
Sontorntaney with Section N1 shall not consinteie vroiuhited jomi somsiosmeni i

~Srousures aare whon o present the tanster of Conlldential forraion beve sen

VIUON and ( ontretute Dlectrie AMtdiae.

Cals Code of Conduct shall not prohibit APS and s Compeldiive leerie
iliaey from nurchasine shaced services from Pinnacle Wost Cuoriad

N PR N
iinpacle

arporaten moaccordanes with e P&l provided. however, thap VN

oost and amy Conpretitive Blectric Ahhate shadl tahe approsyiate mcasivies o
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Seovent e transier of Contidental intormation benween APS and s Competinve ’

PR T

XL Transfers of Goods and Services

A. APS’ rtariffed goods and services shall be provided to :third ’parties and its
competitive [:electric \affiliates at the rates and under the terms and conditions

set forth in the tariff.

B. If APS sells nontariffed goods and services that were developed by APS for sale
in the market to its Ueompetitive Lelectric \affiliates. the transfer price shall be |
the fair market value. Such goods and services shall be provided to APS’
i eompetitive Lelectric ‘affiliates and [third P’parties on a non-discriminatory |
basis.

C. All other transfers of nontariffed goods and services from APS to APS’
¢ eompetitive [ electric \affiliates shall be at the higher of fully--allocated cost or
fair market value.

D. If APS’ Ceompetitive -electric \affiliates transfer any goods and services to
APS that were developed for sale by the (eompetitive Lelectric \affiliate in the
market. the transfer price shall be the fair market value.

E. All other transfers of goods and services from APS™ ( eompetitive |.electric
Aeffiliates to APS shall be at the lower of fullv-~allocated cost or fair market
value.

XIL.  Joint Marketing

APS and its Ceompetitive 'electric Aaffiliate¢sy shall not jointly market their respective |
services.

XIII. Dissemination, Education, and Compliance

Al Copies of this Ceode of (eonduct s#H-shall be provided to employees of APS and
a1t eCompetitive Felectric \effiliates and those authorized agents of APS and
al-its Ceompetitive [electric \affiliates_that are likely 1o be eneaved in activities
subject to the Code of Conduct. A copy of the eCode of ( ‘eonduct sH-<hal] be
maintained on APS —lectronie ; : Pt te
FetdessPinnacle West Canital Corporition’ s intran2t.
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B. Trammt7 on the provisions of the ( ‘eode of {eonduct and its 1mplementatlon -\-H-H- l

" be provided to " APS employees. - T authorized agents ' -

W L s N

C. Compliance with the ( eode of Ueonduct is mandatory. An APS emplovee’s or l
agent’s failure or refusal to abide by or to act according to such standards may
subject the employee or agent to disciplinary action, up to and including discharge
from employment or termination of the agent’s relationship with APS. '

D. Questions regarding this ¢ eode of ¢ eonduct should be directed to tre-Busitess
Dinnacle West Capital Corporation’s Business Practices Department. Compliance

with this - ode of -_onduct w+H-:haii be administered as part of Pinnucic \\ ¢

Canjiul Corporation’s Bustiess Practices Prooram fhe—\rP-Sé&eﬁéafés—e{—Gei%
prosram,

X1V. Procedure for-Modifieationto Modin efthe Code of Conduct !

APS may request modifications to is-the Ceode of Ceonduct by filing an application with |
the Commission. The application shall set forth the proposed modifications and the

reasons supporting them.

XV. Dispute Resolution

Liciattona ol s Cosde o7 Coongdoet

Lo moo oot nernlitin

muced Byl compiaimis cotesrii
i

processed under the procedures L\ull‘lh.»u i \ \LCL

shady oo
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!
BY THE COMMISSION:

: On October 6. 1999, the Arizona Corporation Commission ("Commission™) issued

’ Decision No. 61973, In Decision No. 61975. the Commission ordered Arizona Public Service

! Company ("APS”) to file, within 30 days. a Code of Conduct for Commission approval. APS

> thereafter filed with the Commission on October 28. 1999 a proposed Code of Conduct. APS

¢ further indicated that it had sent copies of the proposed Code of Conduct to parties of record in

’ Docket Nos, E-01345A-98-0473, E-01345A-97-0773. RE-00000C-94-0165.

’ APS had previously submitted what it termed an “Interim Code of Conduct™ on August 6.

? 1999. Without commenting on the merits of the Interim Code of Conduct. it is our intent to
10 replace the Interim Code of Conduct with the Code of Conduct approved herein.
! On November 9, 1999. a Procedural Order was issued directing interested parties to
2 provide comments on the APS proposed Code of Conduct filed on October 28, 1999. Enron
13 Corp.. the Arizona Transmission Dependent Utility Group (“ATDUG?). and Staff all filed
H comments. Staff’'s comments were filed in the form of direct testimony and included an
> alternative proposed Code of Conduct.
6 In accordance with the Procedural Order, APS filed a final proposed Code of Conduct on
. January 5. 2000. Staff and ATDUG filed comments on APS” final proposed Code of Conduct on
18 Januarv 18, 2000. Staff's comments were filed as rebuttal testimony and included a revised
9 alternative proposed Code of Conduct. [n response. APS prefiled the direct testimony of Jack E.
20 Davis on January 21, 2000.
! The matter came before a duly authorized Hearing Officer of the Commission at the
2 Commission's offices on January 24, 2000. APS and Staff presented evidence at the hearing.
2 Staff submitted as Exhibit S-3 a revised version of its January 18, 2000 proposed Code of
o Conduct. APS™ and Staff’s witnesses were subject to or available for cross-examination by all
= parties artending the hearing. At the conclusion of the hearing. Staff and APS advised the Hez -
26
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Officer that they intended to continue efforts to reach agreement on a Code of Conduct. The

5
= | matter was aken under advisement pending submission ot a Recommended Opinion and Order tw |
| the Commission.

4 . . . .
On February 22. 2000. Statt and APS jointly submitted a Joint Proposed Code of Conduct

5 - . .

that reflected modifications to Staff's alternative proposed Code of Conduct submitted at the
6 . .

hearing as Exhibit S-3. Staff and APS requested that the Joint Proposed Code of Conduct be
7

approved as APS™ Code ot Conduct required by A.A.C. R14-2-1616. Staff and APS indicated
8 . . . .

that they had sent copies of the Joint Proposed Code of Conduct to parties of record in the above-
9 .

captioned matters.

10

. FINDINGS OF FACT

12 1. In Decision No. 61973. the Commission ordered APS to submit a proposed Code

153 | of Conduct for Commission approval.

14 2 On October 28. 1999. APS tiled a proposed Code of Conduct in accordance with
1 Decision No. 61973.
16 o
3. On November 9. 1999, the Commission issued a Procedural Order setting a
17
i hearing for January 2+4. 2000. and directing Staff and interested parties to file comments on APS’
19 proposed Code of Conduct by December 6. 1999.
20 4. Enron Corp.. ATDUG. and Staff filed comments on APS™ October 28. 1999 Code

21 | of Conduct.

22 b} Staff recommended that the Commission approve an altemative Code of Conduct
23 submitted with Staff’s comments.

i-_‘ 6. In accordance with the Procedural Order. APS filed a final proposed Code of

;Z Conduc? on January 3. 2000.
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7. On January 18. 2000, as permitted by the Procedural Order. Staff and ATDUG
filed ¢armments on APS” January 3. 2000 Code of Conduct.

8. Statf's comments included a revised alternative Code of Conduct that Staff
recommended the Commission approve.

9. On January 24. 2000. a public hearing was held as scheduled.

10. APS and Staff presented evidence regarding how their proposed Codes of Conduct
would address anti-competitive activities. Statf submitted a revised proposed Code of Conduct as
Exhibit S-3.

11. At the conclusion of the hearing, Staff and APS indicated that they intended to
discuss the resolution of differences between Staff’s proposed alternative Code of Conduct and

APS’ proposed Code of Conduct.

12. On February 22, Staff and APS jointly filed a proposed Code of Conduct based on
the alternative proposed Code of Conduct submitted by Staff at the hearing. A copy of the Joint
Proposed C od.e of Conduct is attached as Attachment A and incorporated herein by reference.

15, The Joint Proposed Code of Conduct applies to the conduct of APS and its
competitive retail electric affiliates.

14, The Joint Proposed Code of Conduct prohibits APS from subsidizing its
competitive retail electric affiliates through rates or charges tor Noncompetitive Services. as that
latter term is defined in A.A.C. R14-2-1601(29).

15, The Joint Proposed Code of Conduct includes provisions governing separation of
books and records; the use of confidential information: the joint emplovment of personnel; the

use of APS’ name or logo; nondiscrimination; joint advertising. marketing. and sales:
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representations regarding quality of service: and complaint resolution.

{9, The Joint Proposcd Code of Conduct also addresses procedurss aoverning
transactions between APS and a competitive retail electric atfiliate.

17. The Joint Proposed Code of Conduct requires that APS develop Policies and
Procedures to address the implementation of this Code ot Conduct. and provides that the Director
of the Ltilities Division (“Director™) shall approve the Policies and Procedures.

18.  The Joint Proposed Code of Conduct provides that nonsubstantial changes to such
Policies and Procedures would become effective pending the Director’s review. while substantial

changes to such Policies and Procedures become effective in 30 days if not modified or rejected

by the Director.

CONCLUSIONS OF LAW

L. APS is a public service corporation within the meaning of Article XV. Section 3 of
the Arizona Constitution. and an "Affected Utility™ within the meaning ot A.4.C. R14-2-1601. ¢r
seq.

2. The Joint Proposed Code of Conduct attached as Attachment A satisties the
requirements of A.A.C. R14-2-1616 and Decision No. 61973 and is supported by the evidence in
this proceeding.

The Policies and Procedures developed to implement the Code of Conduct are to

t,

be consistent with the Joint Proposed Code of Conduct and may be amended in accordance with

the procedures set forth herein.

ORDER

IT IS THEREFORE ORDERED that the Joint Proposed Code of Conduct attached as
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Attachment A is approved. /

'T IS FI'RTHER ORDERED that the Interim APS Code of Conduct dated August . 1999

i

is hereby replaced and superceded by the Joint Proposed Code of Conduct.
IT IS FURTHER ORDERED that APS shall submit revised Policies and Procedures to

implement the Code of Conduct to the Director of the Utilities Division for approval within 60

days of the date of this Decision.

IT IS FURTHER ORDERED that this Decision and the Joint Proposed Code of Conduct

shall become effective immediately.

BY ORDER OF THE ARIZONA CORPORATION COMMISSION.

CHAIRMAN COMMISSIONER COMMISSIONE,

N WITNESS WHEREOF. L. BRIAN C. McNEIL. Executive Secretary of
the Arizona Corporation Commission, have hereunto set my hand and
caused the official seal of the Commission to be affixed at the Capitol. in
the City of Phoenix. this day of . 2000.

BRIAN C. McNEIL
Executive Secretary

DISSENT
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JOINT PROPOSED CODE OF CONDUCT
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CODE OF CONDUCT

Definitions

«APS™ means Arizona Public Service Company as it currently exists, as its name may be
changed, or as any successor enterprise.

“Bill” means the billing invoice for Noncompetitive Services.

“Competitive Activities” means Competitive Electric Affiliates, Interim Competitive
Activities, or Permitted Competitive Activities, as those terms are defined in this Code of

Conduct.

“Competitive Electric Affiliate” means any business enterprise related to APS that is also
an Electric Service Provider.

“Competitive Services” means all aspects of retail electric services described in A.A.C.
R14-2-1601(7).

“Confidential Customer Information” means any non-public customer-specific
information obtained by APS as a result of providing Noncompetitive Services or Permitted

Competitive Activities.

“Confidential Information” means Confidential Customer Information as that term is
defined in this Code of Conduct and any other information obtained through the provision of
Noncompetitive Services that would provide a competitive advantage to a Competitive
Electric Affiliate.

“Distribution Service” means those services described in A.A.C. R14-2-1601(14).

“Electric Competition Rules” means A.A.C. R14-2-1601 to -1617 including all future
amendments and modifications.

“Electric Service Provider” means an entity as described in A.A.C. R14-2-1601(15).

“Extraordinary Circumstance” means any situation that requires APS to act in a manner
contrary to this Code of Conduct to protect public interest or safety. Examples include the
following: (a) an abnormal system condition requiring manual or automatic action to
maintain system frequency, to prevent loss of firm load, to prevent equipment damage, or to
prevent disconnection of system elements that could adversely affect reliability or safety; (b)
a fuel shortage requiring departure from normal operating procedures to minimize the use of
a particular fuel; (¢) a condition that requires impiementation of emergency procedures as .
defined in the AISA operating protocols or protocols of any successor; or (d) any applicable
law, regulation, court order, or regulatory agency directive requiring APS to act in a manner

contrary to the Code of Conduct.
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“Interim Competitive Activities” means any Competitive Services, exclusive of those set
forth in A.A.C. R14-2-1615(B). that APS may lawfullv provide until December 31. 2002.

“Noncompetitive Services” means those services described in A.A.C. R14-2-1601(29).

“Permitted Competitive Activities” means those Compeutive Services that APS may
provide pursuant to A.A.C. R14-2-1615(B), except for any service provided as part of
Standard Offer Service.

“Policies and Procedures” or “P&P” means those policies and procedures developed by
APS to implement this Code of Conduct.

“Same Terms” means that APS shall provide Noncompetitive Services to its Competitive
Activities and Third Parties on the same terms and conditions.

“Standard Offer Service” means the bundled provision of retail electric service as
described in A.A.C. R14-2-1601(38).

“Third Party” means any Electric Service Provider that does not fall within the definition of
APS or Competitive Activities, as those terms are defined in this Code of Conduct.

Applicability of Code of Conduct

The Code of Conduct applies to the conduct of APS and its Competitive Activities, unless an
Extraordinary Circumstance excuses compliance.

All employees and authorized agents of APS shall comply with this Code of Conduct.
Failure to comply with this Code of Conduct will subject the employee to disciplinary actions
as described in Section XIII.

Treatment of Similarly Situated Persons

Al APS shall apply its tariffs in the same manner to similarly situated entities. If a tariff
provision allows for discretion in its application, APS shall apply that provision in a
non-discriminatory manner between its Competitive Activities and all Third Parties
and their respective customers.

B. APS shall process all similar requests for Noncompetitive Services and for Permitted
Competitive Activities, if applicable, in the same manner and within the same time
period.

C. APS shall provide access to Distribution Service-specific information (including

information about available distribution capability, transmission access, and

DRCLIETC: . Ga4le
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curtailments) to its Competitive Electric Affiliates and Third Parties concurrently and
unider the same terms and conditions.

Iv. Use of Confidential Customer Information

A. APS shall not provide Confidential Customer Information to any Competitive
| Electric Affiliate or Third Party without the customer’s written authorization.
Such information may be provided only to the extent specifically authorized.

B. APS shall inform any Competitive Electric Affiliate or Third Party seeking
Confidential Customer Information that such information may be released only
after APS receives the customer’s written authorization.

V. Use of the Bill and Promotions within the Bill Envelope

A. If APS decides to include any amounts due for its Competitive Activities within
the Bill, APS shall develop a section in its P&P to ensure equal access to billing
services for Third Parties which shall provide that APS will include in its Bill the
amounts due for Competitive Services to any Third Party on the Same Terms,

upon request.

B. This provision shall not prevent APS’ Competitive Activities or any Third Party
from including amounts due for Noncompetitive Services in its own consolidated
billing statement, as long as the customer receiving such consolidated billing
statement has authorized APS’ Competitive Activities or a Third Party, as
applicable, to act as its agent for such purpose.

C. If APS chooses to insert any advertising or promotional matenials for its
Competitive Activities or for any Third Party’s Competitive Services into the
envelope for the Bill or to print such advertisements on the Bill or billing
envelope, APS shall develop a section in its P&P to ensure equal access to
advertising space in or on the Bill or billing envelope.

VI.  Customer Telephone Calls
Telephone numbers and websites used by APS for provision of Noncompetitive Services
shall be different from those used by its Competitive Electric Affiliates.

VII. Prohibition on Suggestion of Utility Advantage
Al APS shall not state in any advertising, promotional materials, or sales efforts that

\
\
|
| a consumer who purchases services from APS’ Competitive Activities will
receive preferential treatment in the provision of Noncompetitive Services or that
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any other advantage regarding the provision of Noncompetitive Services will
accrue to that consumer.

B. The name or logo of APS as a utility distribution company shall not be used in
written promotional advertising material circulated by a Competitive Electric
Affiliate.

C. APS personnel shall not specify to any customer or potential customer a

preference for any Competitive Service provided by APS’ Competitive Activities
over those of any Third Party.

D. APS personnel shall not specify to any customer or potential customer a
preference for any Competitive Service provided by a Third Party over any

Competitive Service provided by any other Third Party.

E. APS personnel providing Noncompetitive Services shall either inform customers
who inquire about Competitive Services that a list of Electric Service Providers is
available at no charge from the Arizona Corporation Commission on its website
or by telephone, and upon request shall provide the customers with the
appropriate Arizona Corporation Commission website address and telephone
number, or may provide such customers with a copy of the current Arizona
Corporation Commission list of such providers.

F. APS shall not require that a consumer purchase any Competitive Service from
APS! Competitive Activities as a condition to providing Noncompetitive
Services. '

G. Prior to the divestiture of APS generation pursuant to Arizona Corporation

Commission Decision No. 61973 (October 6, 1999), APS generation service shall
not be sold on a discounted basis to Standard Offer Service customers without the

express permission of the Arizona Corporation Commission.

VIII. Accounting for Costs

A. APS shall not subsidize its Competitive Activities through any rates or charges for
Noncompetitive Services. However, this provision does not require APS to charge
more than its authorized tanff rate for any Noncompetitive Service.

B. All transactions between APS and its Competitive Electric Affiliate shall be
accounted for in accordance with APS’ P&P, which shall be developed to
describe the cost allocation of all transactions pertaining to APS and its
Competitive Electric Affiliates in a manner that ensures that there is no
subsidization of the Competitive Electric Affiliate by the Noncompetitive
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Services of APS. Any material violation of the P&P which would constitute
engagement in unlawful anticompetitive behavior shall constitute a violation of

this Code of Conduct.

C. The initial P&P shall be submitted to the Commission for review and approval. If

no action is taken by the Commission or its designee within 60 days of the filing,
the P&P shall be deemed approved. Beginning one year from the date of
approval of the P&P, APS shall notify the Commission by filing annual updates to
the P&P, including any and all Commission approved modifications as specified
in subsection D, to allocation methods and changes in direct and indirect
allocators used in the P&P. If no action is taken by the Commission or its
designee within 30 days of its filing, the update shall be deemed approved.

D. APS may not make or implement any material change to the P&P without seeking
the prior approval of the Commission or its designee. Once notification is made
by APS of an intended modification, if no action is taken by the Commission or
its designee within 30 days of its filing, the modification shall be deemed
approved.

Reporting Requirements

APS shall submit the following information to the Commission on an annual basis:

A. A list of all Extraordinary Circumstances excusing APS’ compliance with this
Code of Conduct and a report explaining the nature, cause, and duration of each
incident.

B. A report detailing the costs associated with all nontariffed transactions between

APS and its Competitive Electric Affiliates, with the associated costs reported
separately for each business activity and for each transaction.

C. A report detailing how many non-Standard Offer Service customers were
provided metering services or meter reading services pursuant to R14-2-1615.B
and how many Electric Service Providers received consolidated billing services
from APS pursuant to R14-2-1615.B.

Separation Requirements

A. APS and its Competitive Activities shall be separate corporate affiliates to the
extent required by A.A.C. R14-2-1615 and Decision No. 61973 (October 6,
1999).

B. APS shall not provide Interim Competitive Activities.
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C. APS and its Competitive Electric Affiliates shall keep separate books and records.
APS shall keep accounting records that set forth appropriate cost allocations
between APS’ Noncompetitive Services, and its Competitive Electric Affiliates.
All APS records shall be kept in accordance with the FERC Uniform System of
Accounts and Generally Accepted Accounting Principles. As a precondition to
transacting any business with APS, books and records of APS’ Competitive
Electric Affiliates must be made available for inspection by the Arizona
Corporation Commission to the extent reasonably necessary to determine
compliance with this Code of Conduct.

D. APS and its Competitive Electric Affiliates shall not jointly employ the same
employees; provided, however, that APS and its Competitive Electric Affiliates
may have common officers and directors for corporate support, oversight, and
governance, but APS officers directly responsible for operational matters shall not
serve as officers or directors of a Competitive Electric Affiliate. Common
officers and directors shall not utilize Confidential Information obtained through
the provision of Noncompetitive Service to provide a competitive advantage to a
Competitive Electric Affiliate. Contracts for services accounted for in
conformance with Section XI shall not constitute prohibited joint employment if
measures are taken to prevent the transfer of Confidential Information between
APS and a Competitive Electric Affiliate.

E. This Code of Conduct shall not prohibit APS and its Competitive Electric
Affiliates from purchasing shared services from Pinnacle West Capital
Corporation in accordance with the P&P; provided, however, that APS, Pinnacle
West, and any Competitive Electric Affiliate shall take appropriate measures to
prevent the transfer of Confidential Information between APS and its Competitive
Electric Affiliates via Pinnacle West.

XI. Transfers of Goods and Services

A. APS’ tariffed goods and services shall be provided to Third Parties and its
Competitive Electric Affiliates at the rates and under the terms and conditions set
forth in the tariff.

B. If APS sells nontariffed goods and services that were developed by APS for sale
in the market to its Competitive Electric Affiliates, the transfer price shall be the
fair market value. Such goods and services shall be provided to APS’ Competitive
Electric Affiliates and Third Parties on a non-discriminatory basis.

C. All other transfers of nontariffed goods and services from APS to APS’
Competitive Electric Affiliates shall be at the higher of fully-allocated cost or fair

market value.
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D. If APS’ Competitive Electric Affiliates transfer any goods and services to APS
that were developed for sale by the Competitive Electric Affiliate in the market,
the transfer price shall be the fair market value.

E. All other transfers of goods and services from APS’ Competitive Electric
Affiliates to APS shall be at the lower of fully-allocated cost or fair market value.

Joint Marketing

APS and its Competitive Electric Affiliates shall not jointly market their respective
services.

Dissemination, Education, and Compliance

A.

Copies of this Code of Conduct shall be provided to employees of APS and its
Competitive Electric Affiliates and those authorized agents of APS and its
Competitive Electric Affiliates that are likely to be engaged in activities subject to
the Code of Conduct. A copy of the Code of Conduct shall be maintained on
Pinnacle West Capital Corporation’s intranet.

Training on the provisions of the Code of Conduct and its implementation shall be
provided to all APS employees, as well as to authorized agents that are likely to
be engaged in activities subject to the Code of Conduct.

Compliance with the Code of Conduct is mandatory. An APS employee’s or
agent’s failure or refusal to abide by or to act according to such standards may
subject the employee or agent to disciplinary action, up to and including discharge
from employment or termination of the agent’s relationship with APS.

Questions regarding this Code of Conduct should be directed to Pinnacle West
Capital Corporation’s Business Practices Department. Compliance with this Code
of Conduct shall be administered as part of Pinnacle West Capital Corporation’s
Business Practices Program.

Procedure to Modify the Code of Conduct

APS may request modifications to the Code of Conduct by filing an application with the
Commission. The application shall set forth the proposed modifications and the reasons
supporting them.
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XV. Dispute Resolution

To the extent permitted by law, complaints concerning violations of this Code of Conduct
shall be processed under the procedures established in A.A.C. R14-2-212.
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